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I.  INTRODUCTION:  WHAI  lS  THE  EUROPEAN  ECONOMIC 
UJIVIIVIUN ITY 
INTERNATIONAL  TRADE  - THE  EXCHANGE  OF  GOODS  AND 
SERVICES  AMONG  THE  NATIONS  OF  THE  WORLD  - IS  A CRITICAL 
ASPECT  OF  THE  WORLD  ECONOMY. 
THE  PROSPERITY  OF  THE  WORLD  - WHICH  MOST  OF  YOU  HERE 
ENJOY  - IS  BASED,  IN  GOOD  PART,  ON  OUR  ABILITY  TO  EXPORT  AND 
IMPORT  VARIOUS  COMMODITIES  AND  FINISHED  PRODUCTS, 
A.  ECONOMIC  ASPECTS 
IHE  Ir!STITUTION  WHICH  1  REPRESENT  - THE  EUROPEAN 
ECONOMIC  COMMUNITY  (OR  THE  COMMON  MARKET,  AS  IT  IS  ALSO 
CALLED)  - IS  ESSENTIALLY  AN  AREA  IN  WHICH  THERE  IS  FREE 
MOVEMENT  OF  GOODS  AMONG  ITS  TEN  MEMBER  STATES. 
lT  IS  A SUPRANATIONAL  INSTITUTION  TO  WHICH  THE  MEMBER 
STATES  HAVE  DELEGATED  SOME  OF  THEIR  SOVEREIGNTY, 
PARTICULARLY  IN  THE  AREA  OF  ECONOMIC  AFFAIRS.  IN  OTHER 
AREAS,  SUCH  AS  FISHERIES,  ENERGY,  TRANSPORTATION,  SOCIAL 2 
MATTERS,  AND  RESEARCH  AND  DEVELOPMENT,  A FRAMEWORK  HAS  BEEN 
ESTABLISHED  FOR  LOOKING  AT  COMMON  PROBLEMS  AND  TRYING  TO 
RESOLVE  THEM  AT  A SUPRANATIONAL  LEVEL, 
IHE  MEMBER  STATES  ALSO  HAVE  ACHIEVED  SIGNIFICANT 
PROGRESS  IN  THE  FIELD  OF  MONETARY  COOPERATION  THROUGH  THE 
ESTABLISHMENT  OF  THE  tUROPEAN  MONETARY  .SYSTEM  (EMS),  THIS 
SYSTEM  HAS  HELPED  TO  MODERATE  EXCHANGE-RATE  FLUCTUATIONS 
AMONG  THE  MEMBER  STATES  AND  IS  AN  IMPORTANT  STEP  IN  THE 
DEVELOPMENT  OF  GREATER  COORDINATION  OF  ECONOMIC  POLICIES, 
INCLUDING  COMMERCIAL  EXCHANGES, 
B.  POLITICAL  VOCATION 
THE  COMMUNITY  ALSO  HAS  A POLITICAL  VOCATION,  WHILE 
POLITICAL  INTEGRATION  REMAINS  A FAR-OFF  OBJECTIVE,  ITS 
ACHIEVEMENT  OVER  THE  SHORT-TERM  IS  UNLIKELY,  AT  THE  SAME 
TIME,  HOWEVER,  THE  LEADERS  AND  FOREIGN  MINISTERS  OF  THE 
MEMBER-STATES  MEET  REGULARLY,  AND  THEIR  STAFFS  FREQUENTLY, 
TO  TRY  AND  COORDINATE  COMMON  POSITIONS  ON  THE  MIDDLE  tAST, 
AFGHANISTAN,  THE  CONFERENCE  ON  SECURITY  AND  COOPERATION  IN 
EUROPE,  AMONG  OTHERS,  THIS  PROCESS  OF  POLITICAL  COOPERATION 
GIVES  A EUROPEAN  DIMENSION  TO  THE  FOREIGN  POLICIES  OF  TEN 
SOVEREIGN  NATIONS, 3 
C.  THE  GROWTH  OF  THE  E.C. 
THE  COMMUNITY  IS  A GROWING  INSTITUTION,  IT  HAS  BEEN  IN 
EXISTENCE  JUST  OVER  A QUARTER  OF  A CENTURY  NOW  AND  HAS 
EXPANDED  FROM  AN  ORIGINAL  SIX  MEMBERS  TO  A CURRENT  TOTAL  OF 
TEN,  GREECE  HAS  JUST  JOINED,  SPAIN  AND  PORTUGAL  ARE 
NEGOTIATING  ENTRY,  WHICH  SHOULD  OCCUR  IN  THE  MID-l~MOS, 
TODAY,  THE  COMMUNITY  HAS  A POPULATION  OF  270  MILLION 
AND  A COMBINED  GNP  OF  CLOSE  TO  $3  TRILLION,  ALMOST  EQUAL  TO 
THAT  OF  THE  UNITED  STATES, 
11.  lHE  UNITED  STATES  AND  !HE  COMMUNITY 
THE  UNITED  STATES  MID  THE  EUROPEAN  CoM~1UNITY ARE  EACH 
OTHER'S  LARGEST  TRADING  PARTNERS,  IN  MANY  WAYS,  THE  E,C, 
AND  THE  U.S.  ARE  ALSO  COMPETITORS,  AND  THEREIN  LIES  THE 
SOURCE  OF  MANY  OF  THE  TRANSATLANTIC  FRICTIONS, 
A.  U.S.  SUPPORT  FOR  UNITY 
THE  UNITED  STATES  ITSELF  WAS  INTIMATELY  INVOLVED  IIJ  THE 
INITIAL  PROCESS  OF  EUROPEAN  UNIFICATION,  THE  MARSHALL  PLAN 4 
FOR  THE  RECOVERY  OF  EUROPE  LAID  THE  FOUNDATIONS  FOR  THE 
RECONSTRUCTION  OF  THE  CONTINENT  AT  THE  END  OF  WORLD  WAR  II, 
SUPPORT  FOR  EUROPEAN  UNITY  HAS  BEEN  A  KEY  ELEMENT  OF 
AMERICAN  FOREIGN  POLICY  IN  THE  POST-WAR  PERIOD,  A UNITED 
EUROPE  WOULD  NOT  ONLY  ENSURE  PEACE  AND  PROSPERITY  AMONG 
NATIONS  THAT  HAD  SQUABBLED  FOR  GENERATIONS,  BUT  WOULD  ALSO 
PROVIDE  A BULWARK  AGAINST  THE  EMERGING  POWER  OF  THE  SOVIET 
BLOC. 
B.  TRADE  PARTNERS  AND  COMPETITORS 
THE  FLEDGLING  EUROPE  HAS  BECOME  AN  ECONOMIC  POWER  WHICH 
HAS  EXTENSIVE  COMMERCIAL  RELATIONS  WITH  NORTH  AMERICA, 
PARTICULARLY  THE  UNITED  STATES,  THE  SOVIET  BLOC,  AND  THE 
THIRD  WORLD. 
~UROPE'S  ECONOMIC  GROWTH  HAS  MADE  IT  A MAJOR  COMPETITOR 
OF  THE  UNITED  STATES,  THIS  COMPETITION  HAS  NOT  ONLY 
CONTRIBUTED  TO  ECONOMIC  GROWTH  THROUGH  WIDER  CONSUMER  CHOICE 
AND  LOWER  PRICES,  IT  HAS  ALSO  BEEN  THE  SOURCE  OF  FRICTIONS 
BETWEEN  THE  UNITED  STATES  AND  EUROPE, 5 
TRADE  DISPUTES  BETWEEN  THE  UNITED  STATES  AND  ~UROPE ARE 
NOT  NEW,  NOR  ARE  THEY  LIKELY  EVEN  TO  DISAPPEAR,  FROM  THE 
"CHICKEN  WAR"  OF  THE  EARLY  19bUS  TO  THE  "STEEL  WAR"  OF  19M2, 
EUROPEANS  AND  AMERICANS  HAVE  BEEN  SKIRMISHING  OVER  THE 
ACCESS  TO  EACH  OTHER'S  MARKETS,  ENDLESS  AND  SOMETIMES 
INCONCLUSIVE  TRADE  NEGOTIATIONS  HAVE  HELPED  TO  DEFUSE 
TENSIONS  IN  MANY  CASES,  YET,  IT  SEEMS  THAT  SOME  TRADE 
DISPUTE  IS  ALWAYS  INTRUDING  UPON  THE  RELATIONSHIP,  SOMETIMES 
SOURING  IT  TO  AN  INTOLERABLE  LEVEL. 
c  I  AGRICULTURE 
AT  THE  PRESENT  _TIME,  THE  E.C,  AND  THE  UNITED  STATES  ARE 
ENGAGED  IN  A CONFLICT  OVER  AGRICULTURAL  TRADE  THAT  COULD 
POTENTIALLY  BE  HARMFUL  TO  THE  OVERALL  AMERICAN-EUROPEAN 
RELATIONSHIP. 
THIS  LATEST  TRANSATLANTIC  SKIRMISH  IS  SET  AGAINST  THE 
BACKDROP  OF  A WORLD  ECONOMIC  RECESSION  THAT  SEEMS  TO  BE 
LINGERING  LONGER  THAN  EXPECTED,  AMERICAN  FARM  INCOME  HAS 
BEEN  DROPPING  IN  RECENT  YEARS  AND  PER  HEAD  IS  NOW  AT  ITS 
LOWEST  LEVEL  IN  40  YEARS,  IT  IS  THE  INDUSTRY  TOTAL  INCOME 
THAT  HAS  DROPPED;  BUT  THERE  ARE  ALSO  FEWER  FARMERS.  TOTAL 
U.S.  AGRICULTURAL  EXPORTS  IN  FISCAL  YEAR  1982  TOTALED  $39.1 BILLION,  DOWN  11~  FROM  A RECORD  $43.8  BILLION  IN  FISCAL 
1981.  THE  LEVEL  OF  SUCH  EXPORTS  TO  THE  E.C.  REMAINED 
UNCHANGED. 
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IN  THE  E.C.  ITSELF,  AGRICULTURAL  EXPORTS  FELL  AS  WELL, 
AS  MEASURED  DURING  THE  FIRST  NINE  MONTHS  OF  L98~.  IHE  E.C. 
REMAINS  THE  UNITED  STATES'  LARGEST  SINGLE  CUSTOMER,  BUYING 
SOME  $9  BILLION  OUT  OF  A TOTAL  OF  $39.1  BILLION  OF  U.S. 
AGRICULTURAL  EXPORTS  IN  198~.  IHE  E,C,,  ONE  SHOULD  NOT 
FORGET,  IS  A NET  IMPORTER  OF  AGRICULTURAL  GOODS  AND  RUNS  A 
WORLD  AGRICULTURAL  TRADE  DEFICIT  OF  SOME  $30  BILLION, 
THE  U.S,  DEPARTMENT  OF  AGRICULTURE,  IN  A RECENT  REPORT, 
INDICATED  THAT  uTHE  ECONOMIC  RECESSION,  THE  HIGH-VALUED  U.S, 
DOLLAR,  FOREIGN  EXCHANGE  CONSTRAINTS,  AND  DEBT  PROBLEMS  IN 
r1ANY  IMPORTING  COUNTRIES  ARE  REDUCING  EXPORTS  DESPITE  LOW 
U.S.  FARM  PRICES.u 
USDA  ALSO  PROJECTS  THAT  EXPORTS  WORLDWIDE,  INCLUDitiG  TO 
THE  E,C,,  WILL  CONTINUE  TO  DECLINE  IN  1983,  BY  ABOUT  8 
PERCENT, THIS  SITUATION  DOES  NOT  BODE  WELL  FOR  QUICKLY  AND 
SATISFACTORILY  RESOLVING  THE  CONFLICT  OVER  AGRICULTURAL 
TRADE, 
THE  QUESTION,  THEREFORE,  HAS  BEEN,  TO  WHAT  EXTENT  THE 
t.L.  IS  RESPONSIBLE  FOR  THE  DECLINE  IN  EXPORTS, 
7 
~ARMERS AND  THE  U.S.  ADMINISTRATION  HAVE  A TENDENCY  TO 
BLAME  THE  COMMUNITY'S  COMMON  AGRICULTURAL  POLICY  - THE  CAP  -
FOR  THE  PROBLEMS  OF  AMERICAN  AGRICULTURE.  THE  CAP  IS 
PORTRAYED  AS  A PROTECTIONIST  POLICY  INSTRUMENT  WHICH  KEEPS 
OUT  IMPORTS  AND  SUBSIDIZES  EXPORTS,  THEREBY  DISPLACING  U.S, 
AGRICULTURAL  GOODS  IN  THIRD  MARKETS, 
IHE  ISSUE  OF  ACCESS  TO  THIRD  MARKETS  FOR  AGRICULTURAL 
GOODS  HAS  THUS  BECOME  THE  MAJOR  COMPONENT  IN  U,S,-E,C,  TRADE 
RELATIONS. 
THE  E,C,  DOES  NOT  DENY  THAT  IT  SUBSIDIZES  EXPORTS,  BY 
COMPENSATING  ITS  FARMERS  FOR  THE  DIFFERENCE  BETWEEN  THE  E.C. 
PRICE  - USUALLY  HIGHER  - AND  THE  WORLD  PRICE  FOR  CERTAIN 
AGRICULTURAL  COMMODITIES.  THE  SUBSIDY  SYSTEM  IS  PART  OF  THE 
E.L. 's  POLICY  OF  GUARANTEEING  PRICES  FOR  AGRICULTURAL PRODUCTS  IN  THE  E,L,,  A POLICY  DESIGNED  TO  ENSURE 
SELF-SUFFICIENCY  AND  MARKET  STABILITY  IN  FOOD  SUPPLIES. 
8 
THE  EFFECT,  HOWEVER,  IS  rJOT  UNLIKE  THAT  OF  U.S,  SUPPORT 
PROGRAMS,  WHICH  ALSO  RESULT  IN  OVER-PRODUCTION  AND  LARGE 
BUDGETARY  EXPENDITURES, 
ACCORDING  TO  THE  AGREEMENT  NEGOTIATED  IN  THE  TOKYO 
ROUND  OF  GATT  NEGOTIATIONS,  CONCLUDED  IN  1979,  SUBSIDIES  FOR 
AGRICULTURAL  GOODS  ARE  PERMISSIBLE  AS  LONG  AS  THE  PRODUCTS 
DO  NOT  TAKE  MORE  THAN  AN  EQUITABLE  SHARE  OF  WORLD  MARKETS. 
THE  E,C,  FEELS  THAT  IT  HAS  KEPT  TO  THIS  AGREEMENT,  THIS 
PROVISION  ON  AGRICULTURAL  GOODS  WAS  AGREED  TO  BY  THE  UNITED 
~TATES  AND  WAS  PART  OF  THE  BALANCE  OF  CONCESSIONS  STRUCK  BY 
THE  NEGOTIATING  PARTIES, 
IN  THE  CASE,  TRADE  FIGURES  SHOW  THAT  THE  t,(,  IS  NOT 
THE  CULPRIT  FOR  THE  PLIGHT  OF  AMERICAN  FARM  EXPORTS, 
IN  THE  CASE  OF  WHEAT  AND  WHEAT  FLOUR,  WHICH  ACCOUNT  FOR 
NEARLY  A THIRD  OF  THE  VOLUME  OF  TOTAL  FARM  EXPORTS,  THE  E,C, 
SHARE  OF  THE  WORLD  MARKET  BETWEEN  l~bY-1971 AND  1979-1982 
INCREASED  BY  3,4,  PERCENTAGE  POINTS,  WHILE  THE  U,S,  SHARE 
EXPANDED  BY  11.~  PERCENTAGE  POINTS, 9 
~OR  POULTRY~  THE  COMMUNITY'S  SHARE  OF  THE  MARKET  FELL 
FROM  JUST  UNDER  55%  IN  1975-1977  TO  45,2%  IN  1982,  THE  U,S, 
SHARL  MEANWHILE 1  FELL  FRm1  38, ~h  TO  24,9%1  NOT  BECAUSE  OF 
THE  E,C,  (WHOSE  OWN  MARKET  SHARE  WAS  DECLINING),  BUT  BECAUSE 
OF  SUBSIDIZED  EXPORTS  FROM  HRAZIL,  WHICH  WENT  FROM  A b.~% TO 
A 31,9%  MARKET  SHARE  OVER  THE  SAME  PERIOD, 
1  I 1  I  RESISTING  PROTEC 11 UN ISM 
THE  DETERIORATION  OF  THE  AGRICULTURAL  TRADE  DISPUTE 
WOULD  HAVE  SEVERE  CONSEQUENCES  NOT  ONLY  FOR  U,S,-l,C. 
RELATIONS,  BUT  COULD  ALSO  BE  A FIRST  STEP  IN  THE 
DISINTEGRATION  OF  THE  POST-WAR  INTERNATIONAL  TRADING  SYSTEM 
AND  SIGNAL  An  IriCREASE  IN  PROTECTIONISM, 
TRADE  PROTECTIONISM  IS  PERHAPS  THE  MOST  DELETERIOUS 
COtJSEQUENCE  OF  ECO~JOMIC  RECESSION,  lT  EMERGES  MANY  TIMES 
OUT  OF  FRUSTRATIOrl  WITH  THE  PRESENT  STATE  OF  AFFAIRS  AND  OUT 
OF  FEAR  OF  THE  FUTURE. 
YET,  IT  IS  QUITE  CLEAR  THAT  PROTECTIONIST  ACTIONS, 
TAKEN  UNILATERALLY,  CAN  ONLY  LEAD  TO  COUNTER-ACTIONS  ON  THE 
PART  OF  ONE'S  PARTNERS  AND  TO  AN  ESCALATION  OF  ECONOMIC 
WARFARE.  WHAT  IS  ULTIMATELY  TRAGIC  ABOUT  ALL  OF  THIS  IS THAT  IT  WEAKENS  THOSE  WHO  ARE  ESSENTIALLY  FRIENDS  AND  WHO 
HAVE  COMMON  VALUES  BEFORE  THOSE  WHO  ARE  OUR  COMMON 
ADVERSARIES, 
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PROTECTING  AMER I  CAt!  AGRICULTURE  AND  THE  STEEL  AND 
AUTOMOBILE  INDUSTRIES  WILL  NOT  SOLVE  THE  PROBLEMS  OF  THOSE 
ECONOMIC  SECTORS.  MUCH  OF  THEIR  PROBLEMS  ARE  CAUSED  BY 
STRONG  DOMESTIC  DISINFLATIONARY  POLICIES,  INCLUDING  HIGH 
INTEREST  RATES,  WHICH  THE  CURRENT  U.~.  ADMINISTRATION  HAS 
CHOSEN  TO  ADOPT,  HIGH  INTEREST  RATES  LIMIT  THE  AVAILABILITY 
OF  FINANCIAL  RESOURCES  FOR  INVESTMENT  AND  FORCE 
BANKRUPTCIES  IN  THE  FARM  AND  RETAIL  SECTORS, 
THE  CONCURRENT  HIGH  VALUE  OF  THE  DOLLAR  HAS  MADE  U.S, 
GOODS  LESS  COMPETITIVE  ABROAD,  CURBING  EXPORTS  OF  LJ,S, 
INDUSTRIAL  AND  AGRICULTURAL  PRODUCTS  AND  INCREASING  IMPORTS, 
REDUCED  CONSUMER  DEt1AND  AT  HOME  AND  ABROAD,  IN 
ADDITION,  DUE  TO  THE  RECESSION,  HAS  ALSO  CONTRIBUTED  TO  THE 
DOWNTURN  IN  THOSE  SECTORS, 
IV.  GATT THE  KEY  INSTITUTIONAL  ARRANGEMENT  FOR  RESISTING  THE 
ONSLAUGHT  OF  PROTECTIONISM  IS  THE  GENERAL  AGREEMENT  ON 
TARIFFS  AND  TRADE  - GATT, 
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GATT,  HEADQUARTERED  IN  GENEVA,  PROVIDES  THE  FOCAL  POINT 
FOR  THE  CONSIDERATION  AND  ADJUDICATION  OF  NATIONAL  PRACTICES 
AFFECTING  INTERNATIONAL  TRADE, 
THE  RECENT  MINISTERIAL  MEETING  OF  THE  GATT,  IN  NOVEMBER 
1982,  WHICH  CABINET-LEVEL  OFFICIALS  ATTENDED  - THE  FIRST 
SUCH  MEETING  ItJ  CLOSE  TO  A DECADE  -,  PROVIDED  THE 
OPPORTUNITY  FOR  88  NATIONS,  THE  UNITED  STATES  AND  THE  E,C, 
IN  THE  LEAD,  TO  REVIEW  INTERNATIONAL  TRADE  PROBLEMS  AND  SET 
AN  AGENDA  FOR  THE  FUTURE. 
WHILE  THE  MINISTERIAL  MEETING  MAY  NOT  HAVE  PRODUCED 
WHAT  MANY  PEOPLE,  PARTICULARLY  ON  THIS  SIDE  OF  THE  ATLANTIC, 
WOULD  HAVE  WANTED,  THE  FACT  IS  THAT  IT  TOOK  PLACE  AND  THAT  A 
MINISTERIAL  DECLARATION  TO  WHICH  ALL  THE  PARTICIPATING 
PARTIES  ADHERED  WAS  ISSUED,  INDICATING  THAT  THE  WESTERN 
NATIONS  AND  THE  LESS  DEVELOPED  COUNTRIES  (LDCS)  WERE 
PREPARED  TO  AT  LEAST  THINK  ABOUT  SOME  OF  THEIR  TRADE 
PRACTICES  AND  POLICIES  AND  HOW  TO  ALTER  THEM,  TO  BRING  THEM 
MORE  INTO  LINE  WITH  THE  PRINCIPLES  OF  AN  OPEN  INTERNATIONAL 12 
TRADING  SYSTEM.  THE  MEETING  BASICALLY  ESTABLISHED  AN  AGENDA 
FOR  THE  STUDY  OF  NUMEROUS  TRADE  PRACTICES,  INCLUDING 
AGRICULTURAL  SUBSIDIES  AND  S~RVICES TRADE. 
ALTHOUGH  ALL  THE  NATIONS  PRESENT  MADE  A POLITICAL 
COMMITMENT  TO  REDUCE  TRADE  BARRIERS  AND  REFRAIN  FROM 
PROTECTIONIST  MEASURES,  ONLY  TIME  WILL  TELL  IF  THEY  CAN 
STICK  TO  THEIR  PROMISES,  IN  ANY  CASE,  THE  GATT  CONTINUES  TO 
MAKE  AVAILABLE  AN  INSTITUTIONAL  APPARATUS  TO  WHICH  NATIONS 
CAN  TURN  WHEN  THEY  FEEL  THEY  HAVE  BEEN  WRONGED. 
IHE  UNITED  STATES  HAS  BEEN  USING  THE  GATT  INSTRUMENTS 
TO  SEEK  ADJUDICATION  OF  A SERIES  OF  DISPUTES  IN  AGRICULTURAL 
GOODS  - WHEAT  FLOUR,  SUGAR,  POULTRY,  PASTA,  CANNED  FRUITS 
AND  CITRUS,  A DECISION  ON  WHEAT  FLOUR  HAS  JUST  BEEN 
RENDERED,  VINDICATING  THE  E.C.  POSITION, 
IHE  tUROPEAN  CONCERN  IS  NOT  THAT  THE  UNITED  STATES  USES 
THE  GAT!  MECHANISM,  BUT  THAT  THE  MECHANISM  IS  USED  SO 
EXTENSIVELY,  WHICH  RISKS  STRAINING  ITS  DISPUTE  SETTLEMENT 
PROCESS  IN  THE  GATT  - AS  ONE  EUROPEAN  TRADE  EXPERT  STATES 
IT,  - uJUST  AS  CERTAINLY  AS  OVERLOADING  WITH  TOO  MANY  BULBS 
AN  ELECTRIC  CIRCUIT.u 13 
A KEY  ELEMENT  IN  THE  E.C,'s  POSITION  ON  INTERNATIONAL 
TRADE  IS  STRICT  ADHERENCE  TO  GA I I ,  PRESSURES  ON  THIS  SIDE 
OF  THE  ATLANTIC  TO  REVISE  GATT  RULES  BECAUSE  THEY  MIGHT  NOT 
SUIT  CERTAIN  QUARTERS,  AND  PARTICULARLY  IF  THE  GATT  PANELS 
RULE  AGAHJST  AMERICAN  PRODUCERS,  COULD  ONLY  LEAD  TO 
PRESSURES  IN  EUROPE  FOR  COUNTER-MEASURES  WHICH  GOVERNMENTS 
COULD  FIND  TOUGH  TO  RESIST  IN  THESE  TIMES  OF  ECONOMIC 
CRISIS, 
THE  MECHANISMS  ARE  NOT  PERFECT.  IHEY  CONSTITUTE,  IN  A 
SENSE,  "DAMAGE-CONTROL,"  BUT  THEY  ARE  A BUFFER  AGAINST 
MOUNTING  PRESSURES  TO  RESORT  TO  MISGUIDED  POLICIES.  GREATER 
.. 
BARRIERS  IN  TRADE  IN  TIMES  OF  ECONOMIC  DOWNTURN  WOULD  ONLY 
FURTHER  ARREST  THE  RETURN  TO  ECONOMIC  GROWTH  AND  PROSPERITY, 
As  ENERGY  PRICES  STABILIZE  AND  AS  THE  TRADING  NATIONS  OF  THE 
WORLD  SLOWLY  ADJUST  TO  CHANGES  IN  THE  PATTERNS  OF  TRADE 
AMONG  THEM,  THE  WORLD  ECONOMY  CAN  RECOVER  FROM  ITS  LATEST 
ECONOMIC  CRISIS. 
V,  IHt  INTERNATIONAL  MONtiARY  CRISIS 
ONE  CANNOT  EXAMINE  TRADE  PROBLEMS  WITHOUT  TAKING  A LOOK 
AT  INTERNATIONAL  FINANCIAL  DEVELOPMENTS,  FOR  ONE  IS  TIED  TO 
THE  OTHER, 14 
THE  CURRENT  INTERNATIONAL  MONETARY  CRISIS  HAS  BEEN  A 
DIRECT  CONSEQUENCE  OF  WORLD  ECONOMIC  STAGNATION.  A  GREAT 
MANY  COUNTRIES,  PARTICULARLY  IN  THE  DEVELOPING  WORLD,  HAVE 
BEEN  UNABLE  TO  REPAY  THEIR  DEBTS  TO  INTERNATIONAL  BANKS  AND 
GOVERNMENTS.  TOTAL  IHIRD  WORLD  DEBT  IS  ESTIMATED  TO  BE 
BETWEEN  $500  AND  $60U  BILLION.  THIS  SITUATION  HAS  PLACED  A 
GREAT  BURDEN  ON  THE  ABILITY  OF  NATIONS,  PARTICULARLY  IN  THE 
DEVELOPING  WORLD,  TO  CONDUCT  TRADE  AND  INVESTMENT.  EXPORT 
EARNINGS,  ALREADY  DEPRESSED  DUE  TO  THE  GLOBAL  RECESSION  AND 
LOW  COMMODITY  PRICES,  ARE  BEING  USED  TO  REPAY  DEBTS  RATHER 
THAN  TO  FINANCE  TRADE  AND  INVESTMENT. 
THE  INTERNATIONAL  MONETARY  FUND  (lM~J  WILL  BE 
INCREASING  ITS  REGULAR  AND  SPECIAL  RESOURCES  IN  ORDER  TO 
MAINTAIN  THE  LIQUIDITY  IN  THE  INTERNATIONAL  MONETARY  SYSTEM. 
THE  DEBTOR  COUNTRIES  WILL  THUS  BE  ABLE  TO  BORROW  MORE,  NOT 
ONLY  FROM  INTERNATIONAL  GOVERNMENTAL  INSTITUTIONS,  BUT  ALSO 
FROM  PRIVATE  BANKS.  THIS  WILL  IN  TURN  ALLOW  THEM  TO  LIGHTEN 
THEIR  BURDEN  AND  FREE  RESOURCES  FOR  MUCH  NEEDED  TRADE  AND 
INVESTMENT. 
HOWEVER,  INCREASED  BORROWING  WILL  BE  EFFECTIVE  ONLY  IF 
ACCOMPANIED  BY  DOMESTIC  ECONOMIC  ADJUSTMENT  ON  THE  PART  OF 
DEBTOR  COUNTRIES  AND  THROUGH  AfJ  EXPANSIon  OF  DEMAND  IN  THE 15 
INDUSTRIALIZED  WORLD,  THE  DEVELOPING  COUNTRIES'  MAIN  TRADING 
PARTNERS, 
WITHOUT  RECOVERY  IN  THE  INDUSTRIALIZED  WORLD,  THE  THIRD 
WORLD  WILL  NOT  EMERGE  FROM  ITS  ECONOMIC  STRAITS. 
AS  INFLATION  DECLINES  IN  THE  WESTERN  WORLD,  PARTLY  DUE 
TO  RESTRICTIVE  MONETARY  POLICIES,  AN  OPPORTUNITY  EXISTS  TO 
STIMULATE  KEY  WESTERN  ECONOMIES,  THOSE  OF  THE  UNITED  ~TATES, 
WESTER  GERMANY,  THE  UNITED  KINGDOM  AND  JAPAN,  IN  PARTICULAR. 
VI  I  CONCLUSION 
1983  WILL  BE  ANOTHER  DIFFICULT  YEAR  FOR  U.S.-WESTERN 
EUROPEAN  RELATIONS,  AS  I  MENTIONED  ,  THE  AGRICULTURE  TRADE 
DISPUTE  WILL  NOT  BE  EASY  TO  RESOLVE  AND  MAY  TRULY  DAMAGE  THE 
RELATIONSHIP,  UTHER,  NON-ECONOMIC  ISSUES,  SUCH  AS 
INTERMEDIATE  NUCLEAR  FORCE  REDUCTION  NEGOTIATIONS,  DEFENSE 
BURDEN-SHARING,  COULD  ALSO  CONTRIBUTE  TO  A TENSE  ATMOSPHERE. 
FORTUNATELY,  FORMAL  AND  INFORMAL  MECHANISMS  EXIST, 
WHICH,  WHILE  NOT  ALWAYS  LEADING  TO  A FINAL  RESOLUTION  OF PROBLEMS,  PROVIDE  CONTINUING  OPPORTUNITIES  FOR  DISCUSSION 
AND  CONSULTATION. 
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IN  UECEMBER  OF  LAST  YEAR,  THE  PRESIDENT  OF  THE  EUROPEAN 
COMMUNITY'S  COMMISSION  AND  FOUR  COMMISSIONERS  MET  WITH 
SECRETARY  OF  STATE  GEORGE  SHULTZ  AND  FOUR  OTHER  U.S.  CABINET 
HEADS  TO  REVIEW  A HOST  OF  ECONOMIC  PROBLEMS$  SOURING  OUR 
RELATIONS. 
AGRICULTURAL  OFFICIALS  HAVE  BEEN  MEETING  SINCE  THE 
BEGINNING  OF  THE  YEAR  IN  WASHINGTON  AND  BRUSSELS  ON  WAYS  TO 
RESOLVE  THE  AGRICULTURAL  DISPUTES  THAT  HAVE  ARISE~!  BETWEEN 
THE  UNITED  STATES  AND  THE  E,C,  SIMILAR  MEETINGS  WERE  HELD 
THROUGHOUT  1~82  ON  THE  QUESTION  OF  t,(,  STEEL  EXPORTS  AND 
THE  PROVISION  OF  PIPELINE  EQUIPMENT  TO  THE  SOVIET  UNION. 
THE  EUROPEAN  COMMUNITY  IS  THE  UNITED  STATES'  LARGEST 
TRADHlG  PARTNER  AND  A HAVEN  FOR  MUCH  AMERICAN  INVESTMENT, 
IHE  UNITED  STATES  AND  THE  NATIONS  OF  EUROPE  ALSO  HAVE  COMMON 
VALUES  AND  A DEEP  RESPECT  FOR  ONE  ANOTHER,  FRICTIONS  WILL 
I NEVI TABL Y CONT It/UE  AND  THE  RHETORIC  ACROSS  THE  ATLANTIC 
WILL  SOMETIMES  BE  STRIDENT. 17 
YET,  I  AM  CONFIDENT  THAT  THERE  IS  BOTH  THE  INTELLECTUAL 
WHEREWITHAL  AND  THE  POLITICAL  WILL  ON  BOTH  SIDES  OF  THE 
ATLANTIC  TO  SURMOUNT  PAROCHIAL  CONCERNS  AND  NARROW  INTERESTS 
SO  THAT  ECONOMIC  PROSPERITY  CAN  BE  GIVEN  THE  CHANCE  TO 
RE-EMERGE  AND  PEACE  THEREBY  PRESERVED, 